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Reparations shipments from Japan _
Shipments of advance transfers of inteilm vopmisbions are vow belng made
regularly. On 14 dardh U5 tenth shipment tobaling 385 packages of Gools and
secondary metel working equipment weighing 821 motric tous was shipped to
Far Fastern Rritish Commomwealth natlons. Thiz eas the first reparations
ghipment against the United Kinpdom slloeatiom, O 18 ¥arch the eleventh
shipment of reparations comsisting of 87 veshages of toels and croondary

metal working equipmsnt welching 274 molrlc tons was ghipped to the WEI. This

was the fourth shipnont to the MI,

Chinese support of US policy in Japan

Thile meny news papers, particulorly the independent Political Socience
Ta Kung Pao, continue to éritloisze US efforts To rehabilibats Japan, the
Thung arg Jih Pao, official Kuomintang orgen in Shenghai, has come out in
TWIT support of U9 policy in Japan. Iho offisial ocharseber of the paper
gives added significance to the statements thet Japenese soconorty must be
made self-supporting and that chavrpes of the US building dJdapan into an

aggressor. nation are "groatly exaggerated.”
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"Peace vithout treaty” sentiment orystuilizes in Japane dJapancse nolitioians
have lon_ been ea or to ropreseut thoir nation ab the peace tuble in the
expectation thut the party or coalition im sowsr ab the signing; could thereby
oloim tacit Allied approval £oi the Cabinetb-in-powsr!s policiess Growing doubl
as to »ossibility of a rcmee troaby, however, crystallized when Jupanese papers
were pormitied on 1 April to puolish Mecirthur's recommondasion of 18 dumary
to the Concressional Aspropriation's Cormittec that tho llied Netions "rostore
to the normal liziss of 3 lonsie  rivileje tho ri_hd of Japanese oit!zenyry
to Joursey abroad." If this recormendation should be adopted, one ol the final
stops obstructing Juvan's roburn So u oacc-bime internatlonal status will have
been removed. The publieity granted h's reconieniation ifollows on She herels

T
£ the Draper Nission's ouinions, as well us scmi-oificial stabtements from
othor sources, on econcaic rehubilitation wid serves to coniirn Japanese senyi.
ment that many provlems nornally settled in whe peacc treaty are now virtually
decideds The .Jormal humiliation of a pouce treaty would remind the Jupanese
for a long tims to come of their defeat and it is possidle thet the “peasce

without trecaty" arran ement may rob the Jupanese of u source ol bittcrnoss like .

that motivating Germany after the Treaty of Versaillese

SCAP intervention for the second time v thin a few days in the strike condusted
by the Japanese Government Communicalions .orkers Union has resulted in the
setting aside of overt tactics and tho subsiding of the threat that the ourrent
Jahor crisis might elfect permancnt dunw e to Jarunese econorpic recoverys

Union leaders on 1 April ordered tre ond of regional strikes in response to
sovernment orders i-sued after a staborent on the 3lst by General Marquat,
Chicf of SCAP's Rconordo and Seicntific Scction, that these tactics fell under

the "ocoordinated work stospages" apainst which %he Jamuary 1947 g eneral. strike ban

was invoked tio days earlier. GCeneral llarquat's shatement ineluded a pronise
not otherwise %o restriot freedom of action heretoliore extended to labor in
the achievement of legitinute obJlectivos. .t the same time, ocoupation author-
ities have arrcsted several union oificials for strike actions "prejudicial

to the security of the occuration forces.”

Yeanwhile negotiations are contimaing bobuocn the Cabinet and the governe
ment worlkor's union on the busis of a eomprom’se plun srojosed Ly pro-labor
Labor MVinister YATO. dJapunose Covermment oi'ficisls have zor thelr part
indicated their intention to take strong moasurcs to enforce discipline anong
government omployees whose strike ackivitics violated ocivil service regulationse
Morsover, Pronmier Ashida has reaffirmed the lTabinet's interest in Diet action
to curb Cormmnist activities and to control insurgent trade unionse Dralting
of a Javanese countor: art of the U3 Talt-Hartley Taw is reporied %o be under
consideration in connection with the iAshida Govermment's atvenpt to stabilize
lsbor conditions in the inberests of promoting forei;n confidence in invest~
ment possibilities in Jajpune '

. On the other side, SUZUKI Mosaburo, leader of tlhe loftist Gogatsu Kai of
the Sociulist Party, has warned that the Ashidn Cebinet faces the possibility
of a renewcd labor orfensive in May or June when a new »rice astructure is
ex>ected to take elfect. A more irmediute threat to the Cabinct's program
for mcoting the lubor crisis, however, has appeared in the threat of a split
in the Government Railway Ulorkers Union {GRIU) where the Communisted-dominated
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minority faction has raised objections to union accepbance of the government-
soongored 2920 average wuge standarde GROU acceptance of ihis forrmula ab
thoir conveation early in larch orovented formation of a uited front of
sovormment orployees in thelr carpalyn Jor hiszhor smges and .conside?a'?ly
gtronsthenod b8 govormmont's barpaining pos’tion vis-a~vis the striiding
aorsunt cationts toriers.

KOREA

Rumors undermine oonfidence of South Koreans in forthoomlng clections. The
Tavorable reception given by ¥imm Kiusio and Kimm Koo to the North Korean
proposal for a aonference between South and Yorth Korean political lsaders
has started many rumors and oross ourrents which are further confusing the
South Korean electorate and are diverting their interest from, and destroying
their confidenoe in, the forthcoming e¢lections. All Soviet moves have heen

specifically laid out and direoted to achiewve this confusion which now surrounds
the South Korean elections, A

One runor
£3at Fi-m Kiusle and Kirm Yoo may accet the [lorth forean ' COnsbLibucion, and
a>orooriste posts in a govirnment established under Shat "Constitution" and,
by virsie of their action, consider North and South Korca uniteds Anothoer
runor is to the erfect that even Kim Seuns Soos haad of the Hankook Demo-
cratic Lurty, has deserted the South Korcan olection and is an;lin; lor an
irvitation to thie Pyongyang meobinge ' ‘

sorth Korean financial astivitizc in South Korea. The black market srico of
~old In bouth Korca has soared Lo an all-tTme Ri h ot over 1,500 won per granm,
as com .ared to about 1,000 won por jranm cne month g0. The main rcason for this
trend is heavy purchuses of available ,old and other .rec’ous nebals by Jorth
Korecuan a_ents who are usin; old Bank of Chosun currency collected in lorth
Korce during bthe surrency conversion tliere last December. Bank of Chosun

o idcials estimabe thut about l.4 billion won of sre=liberation Bank of Chosun
{gsue ol won were still in Yorth Yorsa as of December 1947 and that these notes
have bsen Ilowin_ into South Kor-a in subsiants al amoun’ss, mainly to finance
Corsunist activitias aince that tire.
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Hlitary :

~ Spring mud and swollen rivers in lianchuria continue to hamper military
activity. The Chinese Communists, generally inactive excopt for smll scale:
actions near Changchun, have reportedly been strengthened by the arrival of
considerable nuubers of recruits from northern lanchuria and Jehol, The Nation=~
alist airforce stated thot they had bombsd a rumber of rail points in the
Caxmnist rcar, destroying ten locouotives,

In North Chine, Nationalist units under Fu Tgo-yl have reoccupied the en-
tire length of the Feiping~Suiyuan railroad, but at lecst a month will be re-
quired before repairs on the badly demaged section between Tatung and Kalgan
can be coupleted. Although the lMationalists have forced the Couxmnists south-
werd, Tatung still rerains loosely encircled by Coumunist troops. Some ele-
ments of Hieh Yung=~chent!s colunns have reportedly roturnec to the Peiping-
Paoting area vhere there have been renewed attacks on Chohsien, north of Pao-
ting. Nationnlist sourcee indicate that advance units of Lin Fiao's ninth
colurn have rcached Tsunima, just north of the Kailen mining area. The Govern-
ment has announced its decision to evacuate the ngtratepgically unimportant?
Shantung ports of lleihaiwei, Fenglali, and Lungkou, the 8th army, which garrison-
ed these points, to participate in future Tapchurian operations,

Communist units in Shensi pressed further south, ‘capturing Hancheng and
Hoyang and probing the area south of Tungkuan. They also cut the Hankou-
Chengchou stretch of the JFeiping-Hankow railvay by ocoupying Chumatien and
Yencheng. _ _

Pollitical _
Xai-shek announced to the Kuomintang Central /Bxecutive Committee
on 4 April that he would not run for the position of president., While there
had becn rupors to that effect, his move came as 8 surprise to most cquarters.
Under the new Chinese constitution the position of president may not be one
of greatest importance and many observers feel that Chiang would rather teke
over the premiership where he would be in a position to control more closely
" the activities of the Legislative Yuan. He told the Committee that he was
willing to accept any Government position other than the presidency or vice~-
presidency. US Aubassador Stuart reports that the Generalissimo nadvisedn
party members to vote for Hu Shih for president and Sun Fo for vice-president
and asked Il Tsung~jen and Cheng Chien to leave the vice-presidential race
open to civilians by withdrawing their names, ihile Cheng Chien was willing
to do so, Li claimed that it was too late and has decided to run independently
of the Kuomintang. Stuart fears trouble if Li is defeated, The only other
announced candidate for the presidency is Chu Cheng, president of the Judicial
Yuan. :

The National Assembly, in session for the past week, has been complicated
by bitter wrangling. Enough delegates to form a two-thirds quorum finelly
took their seats, and a presidium, enlarged to 85 members from the 25 called
for in the Assenbly organic law, has becn elected. The dispute over seats for
the minority parties still continues. The Young China Farty were given 220
seats out of the 300 originally promised and the Democratic Socialists, 22
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out of 2(0. The popularly elscted but unseated delegates are causing trouble,
ten of their group having been on 2 hunger strike since the Assenbly's con=
vocation, ‘

In the Mational Asseubly, the minor racial groups such as l'ongols, llanchus,
Uigurs, Kazaks and llanotzu, are reportedly preparing to fight for a revision
of tho Constitution so as to provide autopony for their domains, presumably
perts of Inner llengolis and Sinklang. It is stated that they desire this au-
tonoy so as to obtain freedom fronm oppression of unsympathetic and repecious
Chinese officials and not fur separation from the Chinese Republic. No dele~
gates have appecred from the virtually independent "Ili Governent” in Sin-
ldang. Some of the longol dele.ates state that many of the delsgates of the
mnar racial groups cre "plants' of the MNatioml Governcent, soume with forged
credentinls, :

US Secretary of State George liershall has becn the target of a series of
highly critiocal editorials in the Chinese Catholic organ Yi Shih Pao, The
paper has been attacking hin for whot it calls his anti-Chinese policy in
hindering aid for China. !arshall is accused in the editorizls of persistent
prejudices contrary to US public opinion and of desiring totraintain his own

25X1

politicel prestige’ by putting Liyrope firgt. .
&Wﬂ“ /ftﬂmu.f on Jarg
The acceptance of the GATT (UsRevn—aAgreemsy

the Chinese Govern:ent now secms assured b} the statement trom the Ires
partuent of the Foreign Office that an intep~ministry decision has been reached
proviuing for Chinat's acceptance of the treaty with final approvel by the
legislative Yuan expected in the near future. The Chinese position on the
treaty until now has been indefinite with little indication of any disposition
to sign the protocol.

Economie

US Aid, As a "holding operction" the US Congress has passed legislation
granting China US 5463 million covering a 12 months economlc recovery program,
comencing this month. This includes US {125 rmillion for possible rdlitary
equiprent . ‘ :

Currency/Prices. Shanghai exchange and comuodity merkets were relatively
quiet during the last half of llarch, but this failed to offset the upswing in

the first half of the monmth, In spite of imperfections in the system, rlce
rationing hes been a steadying influence. The price of unrationed rice in-
crecsed 345 during larch compared with 977 in February. The Yarch cost of live
ing for workers increased 43.7% over February with the index reaching 217,000
times the 1936 level, The February increase vas 59% over the previous month,
Large sums of monmey continue to leave Shanghai for speculative investments in
outports, Interest rates remzin high as the influx of lorth China funds have
dwindled; most of this capitel is by-passing Shangbal, going west and largely
south, An unconfirmed report states that new notes in denomination of

CN ;> 200,000 will soon appear; this is twice the value of the present largest
note in circulation.

aniiOnim—
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us § Exc ’ Se %) tholeszle Price of R:l.ce |
The Shangnad Narkets ‘ cial "open' ckmarket, per 172 1b picul
This week (2 April 48) CN $258,500 500,000 CN $3,700,000
Woek ago (26 March 48) 258,500 160,000 3,750,000
Lonth ago (2 larch 48) 151,000 300,000 2,630,000
Year ago (2 April 4%) 12,000 12,500 110,000

Pare Trade. The liatiomal City Bank has reported to the US Consul General
'ﬁﬁl‘mcmupmmm inaugurate a new exchange policy whereby

a would be permitted to buy dollars freely on the condition that they
turn over to the Chinese authorities oms half of dollars so acquired,
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FRIKCH T'DCCIHINA

Thai Federation. A recent developmenit in the continuing Prench policy
of "divide and rule” in Indochina vas the formation, & month ago, of the
Thal Federation made up of 250,000 Thai from the Tonkinese provinces where
this ethnic minority predominates, The French Commissioner for Tonkin
announced that this group would be "autcnomous within the interior of
Vietnam and in the body of the French Union® with a representative govern-
ment responaible for its own administration, justice, budget and police.
~hen this federation was created, observers tended to discount its local
{mportance in view of the primitive state of the people concerned, 'ithin
the vast ten days, however, there have been protests from the Tonkin and
Annam Administrative Committees on the grounds that the federation violates
French pledges not to interfere in internal Vietnamese affairs. Indochinese
nationalists commented that the formation of the Thai federation constituted
the nrincipal obstacle to smooth nepotiations with the French, especially
since Pac Nai now believes that Migh Commissioner Bollaert will attempt to
present him with this "fait accomli" at their next conference. The former
emperor regards the situation as another French doublecross; this attitude
may well affeot rench chances of utilizing Nao Dal to counterbalanece Ho

Chi ¥'inh's Vietnam “epublic. .
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AUSTRALLA

“'ge . Auetralia'e expectetione of
indirect but tangitle tenefits from the Euronean Recovery Progr-m is under=
going considersble change ac the actual operation of the rrogram hecomes
more a parent. Originslly Austrolia sssum-d ttat Eritein's participation
in the progrem would mesn assirtance in meeting the dollar deficit of the
cterling area and a prester -uprly of UK goode for exrort to Aurtrelia.

Tywe latter would relieve Auetralia from the necee ity either of rurchasing
on the US merket or feregoilng certain much necded commoditier,

It ie now becoming clear that THP will not heln Australia's dollsr
position and in fact it conrtlituter a threat to Auctralia's preferentiel
trade arrangements with the UK. Australis rill have to compete unfevorsbly
vith Euronesn netions for commodities nrodvced by the UK ard may be forced
to yleld part of her UK markete in tle interest of ersbling the Furopean
countrier to earn sterling. ‘

Si~iler implicatione of & long term nature zre inherent in the 'ertern
Union plen. 'ile Auetralia has besn r-arcured by the UK that che will be
consulted before the acoromic rectione are implemented, she ie neverthelesr
concerned over the need to tuilld up non-Eritish merkete. This mey partislly
explain ker reluctance to alter trsding arrar-emente with Czechoclovekia,.

HET _ZCALAND

Settlement of Cueepslard rail cirike expected. An end to the tro month
old reil strike in Queensland ir exnected in the nesr futmre. The Centrsl
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Disputes Committee has recommende. that the rtriking rail-aymen return to
work or t'e beels of the Gover ment's offer of a 72 mar-insl -ay incre=ese.
Thie folloved i'remler Hanlon's corference rith memiers - the Committee
and a me ting of the ftate Council of the Amolgemated Engineerin:: Uriom.

A strong beck to work move smong the men har bern evident in the past veek.

thilippire defence plarc coneidered bevond capsbilities. Major Genersl
Alrert . Jones, Chief of the Joirt US iiilitary Advisory uroun in Menila,
poirt=d out in an informsl convercotion with Fresicdent noxms on 1 Anrll that
defense requirements, sttributed by tre presc to Netioral defense -ecretury
fmperto K. Kanpleor, vere far beyond 'he capabilities of the Republic to
support. Iresidert Roxsr, indiceting that Kangleon's ststemerts vere mesn=
ingless, exprecced confldence in Gereral Jones% acvice ard recommendationr,

Zarlier the scme day General Jomes, es-rerently se a result of Kangleon's
ctatements vrich 5-eavred in the morning rress, had invited tiec vefenre {ec=
retary, the Chief of Staff, and other Philipni-e officers to rresent or estimete
and outline of their emergency nlans in rhich tte Chief of the iAdvisory Groun
had not been requested to co cur. Gereral Joner corsidered the ertimote then
subnitted to be faulty in that no poreeibility of sir asttack vzc enviraged.
The emer;tercy nlane were likerise found to be defective~=in ‘sart besaure they

failed to inclu’e the “Yorstsbulsry whict the Presidert is authorized to vlae-
under the Philippire armed forces ir evert of an emergency. The Advisory
Group Chief quertiored P.ilinpire ebility to equi- and meirtsin s fleld force
of three civisions. He urged the formulation «f plane for redenloyin:; tl:e
Coretabuiary in order to accomplish ite rerent lav and order riseion and
t0 frustrate ¢ ~orellle attemmted landirp of atout two hostile elrborne
divieione. In re:ly to & uestion, General Jonee rinted iial the US did
not at »resent desire to utilize Phili-pl e mannower eand oprined that to do
g0 1t voul® be necessary for the US to equivr, train, and support a large
rart of the cost for such an urderteking since all three items vere beyond
P+1lip ine co abilities. Grnerel Jones, finnlly, urged concentrated effort
in vrepering “or the .Yilippine militery trairing rrogram for whichk reglee
tratior is nov undervey.

Clal: Ue . t cee? one million. Frenk A,
Uaring, Chairmar of the US Philirp'ne Tar lamage Commiseion, estim-tee that
vhen finsl count 1s completed & totel of g million and 8 qusrt r requcsts {or
wor damiges tot-ling 31,200,000, 1 have been submittsd to the Commiralone=
w'ich cessed to accept claime 29 February. Ulghty -~ r cent of the clalne
exrmined thue far wer: for %500 or lese tut the=e clalnmec renresent only 215
of the amount claimed.

0f £400 million authorized by the Philip-ine Rehetilitation Act of 1946
Por -aymcrt of rivate claims, 1t ir estimeted t@at 5175 mlllion will heve
te:r ald out b+ ‘e end of filseal vear 1040, Fifty-six million four hundred
thoueand dollare of the 257 million allocn:ed for -a ment of public clalme
will be ex-ended or obligated by the erd of fisesl 4.

Concerning o-2ra!ions of the Commission thus far, the Cheirmsn revorts
that "rublic® claime (mublic ruildirgs, “ispitals, schools, ete.) <-ith a
clained value of $17€ million (besed or ~revar values) have tesr rubmitted.
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For the 55,000 adjudicnt @ nrivete ciaime o $500 cr lese (v ich have wriority
trentment over larg r clainme ! exi-ting leglrlstion), &F,350,000 hee been
approvad by the ‘ommiesion compared vith 324,670,000, sought ty the cleirants.
“hus, dirallowances ave heen rumning tro-thirds, but this ratic 4s e:pectcd
to ‘e emeller in sdjudicating lsrger cleime,

ir. “aring t«trted tiet the Fhilipnine Goverrmert hes in general mrde
good ure o wer demeze ~aymerte. Cormstructior rork, ~hich has be ' n performed
alrort exclurively 'y itve [nresu of cutlic ' orkr, “as apobatly rerultcd in
ecoronies to the Gover mert despite concidereble deleve in begirning onerstions,
The Chairman indicated that, cue to treir gre usl dirtribdution, war damege
rayzente will not act eipnificartly Lo accrlernte the current inflationary
trend--at le~rt g0 lorp as t-er- ir no irterru tion of im orte from the US.
(ren ral yvilic reccticn ir the "hili -ines ‘o the Commirricn's overetions
var bie favorsble In rpite of rome corpleirts, esnecinlly arorg lerger
claoimantr, over deleye in payrm:-nie,

€LO-insrired lobor federaiion formed. 4ccording to the inrila nrese,
six mejor reaccnt uniones and <t least ten lrdusirisl orgenizations on ¥ liarch
united to form the United Psassnts and Lebor Crgerizatior (UFLU). The new
1l-bor federatior ir considered erneclelly rigrnificent by Philip:ire lstor
lerda £ gince for the “irest time it lirkes uriores from all rerts of the
= 1lirpines ard joine both 2o rarian =rd induririal lakor movemcrte.

and

e fed ration var ‘penir-d,/encourc-ed iy the lefti~t Con'ress of Labor
Crganizetions(CLO), the most sctive labor orgsrization in the Philin-iner.
Always »0liticslly conscious, the CLO firet ongr-ad Ir overt political activity
in the Noverker 117 ger-ral electioms ~hen <t sup orted “our Lit:-rel and four
minority senstors ard elect-d one of itr officiels, Aredo Hernnndez, on the
rinority ticket to the lanila munici-sl coure’l?, “ith the formation of tre
Untited reesante e Labor Orgnnizstlon, the CLO hec = brosder bece on rhich to
vork ard may ‘e ex-ected to exercire -ignificant infiuvence in the 1949 presie
dontisl electices.

Varges movoirted to Olvpeice delesmtio . Jorgs . Verper, Philinnine
ante~sador to Janan duri g the occunstlion vho war fre d of collahorastior
ctarges by the recent rr-sidential emreety rroclemation, has be n named iead
of tte illippire dsleg~tion to t'ie London Clym ler, ‘lthoug: it ves romored
stout = rorth sgo t et ‘or -as, srn exceptionally s£¥le adpiniestrator, right ie
anpointed -resicentisl secret-rv, to dste he 'rs been ziven ro officinl
rogition. It 1= ulte no-sitlc that “ie aprnoirtmert to t'e Clym-ies dele=
grtion ‘¢ t e first sten torord the remum-tion of his politiesl career.
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